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CONFIDENTIAL STATE 165264 

E.O. 11652: GDS 
TAGS: EFIN, IS 

SUBJECT: ISRAEL-BRITISH BANK LTD. FAILURE 
REF: STATE 151268 AND TEL AVIV 4100 AND 4255 

1. MARK PADEN OF NORTH CAROLINA NATIONAL BANK HAS ASKED 
DEPT FOR LATEST INFORMATION AVAILABLE ON BANK OF ISRAEL 
ATTITUDE TOWARD IBB SUBSIDIARY IN UK. PADEN SAID HE 
UNDERSTANDS BOI WILL GUARANTEE FOREIGN CREDITORS TO ISRAELI 
BANK BUT NOT TO UK BRANCH. PADEN SAID HE HAS SEEN REPORT 
THAT UK HAS WITHDRAWN IBB FOREIGN EXCHANGE LICENSE WHICH 
MIGHT LEAD TO BANK'S ULTIMATE COLLAPSE. 

2. FYI - ISRAELI EMBASSY ECON COUNSELOR RAF TOLD DEPTOFF 
THAT MERRILL-LYNCH BROKERAGE FIRM HAD SIZEABLE TIME 
DEPOSITS IN UK SUBSIDIARY. RAF ALSO OPINED THAT IBB 

FAILURE MIGHT ADVERSELY AFFECT FOREIGN EXCHANGE DEPOSITS 
IN ISRAEL OF NONRESIDENTS. 
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